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The pictures in this annual report present, in story form, an illustration of the beneficial 
influence which products manufactured by the divisions of OSF Industries Limited have 
on people in numerous aspects of everyday living. Follow our typical family through a day 
of activities which show the nature and scope of the business of OSF Industries Limited — 
Linking Merchandising and People. 
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REPORT TO THE SHAREHOLDERS Me onol 


OSF Industries sustained a large loss in 1974 after a decade of rapid growth in the 
store fixture business. Consolidated revenue in 1974 fell to $25,019,819 from 
$31,059,421 in 1973. This unexpected reduction in sales, together with certain 
other factors to which | will refer later in this report, resulted in an operating loss 
for the year of $1,766,909. In addition, there were extraordinary losses of 
$394,537 on the previous sale of a subsidiary and $53,810 from discontinued real 
estate operations, making a total loss of $2,215,256 as compared with a profit in 
1973 of $1,648,854. 


The Company’s performance in 1974 was adversely affected by the recession 
which caused many of our customers to defer or cancel orders. This slowdown in 
our customers’ growth was the major contributing factor to the 1974 operating 
loss. The operating situation was further aggravated by the non-recurring costs, 
direct and indirect, of the move into new premises completed early in 1974 and 
by the extraordinary write-offs. 


The Company geared itself for a modest increase in sales in 1974, but instead 
experienced a decrease in sales for the first time in over a decade, of about 20%. 
If the Company’s historical sales pattern had been sustained in 1974, the year 
could have been profitable notwithstanding the unusual costs and extraordinary 
losses referred to above and the inflationary increase in the cost of goods sold. 


As the economies of the world move out of the recession into a new period of 
growth, the Company with its expanded and modernized facilities will be in a 
good position to meet the needs of its customers and attract new accounts. As 
sales return to the up-swing, we are confident that the Company will return to its 
normal profitable pattern. 


The difficulties encountered in 1974 by the Company prompted initiation of a 
detailed review of the financial structure and organization of the Company. 
During the past five months, management has dedicated itself to stabilizing the 
financial condition of the Company and strengthening its organization. The 
following steps have been taken or are in the process of being carried out: 


1. The Company has reached agreement in principle for the renegotiation of 
the terms of its convertible debentures. 


2. The Department of National Revenue has agreed to defer collection of 
certain taxes which have been assessed against the Company and which are 
under appeal. 


3. The Company’s banker has indicated its intention to continue the present 
line of credit of $8,000,000 through 1975 and to consider a temporary in- 
crease to $8,500,000 if required, subject to certain conditions which man- 
agement is confident will be met. 


4. The Company has retained a prominent Canadian firm of consultants to assist 
management in instituting a cost-cutting programme throughout the Compa- 
pany and to consider integrating and consolidating certain aspects of the 
operations of the Company and its subsidiaries as well as completing the 
installation of a computerized system which will provide management with 
better financial and operating information. 


5. With the assistance of its consultants, the Company is actively searching for 
experienced executives to strengthen existing senior management. 


The year 1974, however, was not without its positive aspects. The Company 
moved out forcefully into two business directions — winning new long term 
accounts and following up previous export efforts with an aggressive drive for 
overseas business. The Company has been moderately successful on both 
counts. 


In summary, the Company has weathered a difficult period and a more efficient 
and viable company will be the result. 


We appreciate the continued assistance and co-operation of our employees, 
customers, suppliers, bankers, debentureholders and the Federal and Provincial 


Governments. 
NT 
Nat) 


Bramalea, Ontario Milton Shier 
September 8, 1975 President 


On behalf of the Board of Directors. 


OPERATING DIVISIONS 


OSF Industries 
Limited 


Ontario Store Fixtures 
Limited 


Crown Steel Products 
Limited 


Anko Metal Products 
Limited 


Success Display Limited 


Watrous Sales Inc. 


Aka Works Limited 


Arthur R. Ball Company 
Limited 


OSF Industries [International] 


Limited 


The business of OSF Industries Limited is linking 
merchandising and people. In almost every 
aspect of daily life, people are influenced by 
environments, products and systems created by 
OSF Industries Limited. Based on a thorough 
understanding of merchandising and of the 
motivational factors, social practices and econo- 
mic considerations which affect peoples’ buying 
habits, the closely related group of companies of 
which OSF Industries Limited is comprised 
manufactures a very broad and totally integrated 
line of merchandising fixtures and systems for 
use in department stores, supermarkets, specialty 
stores, restaurants, hotels and other establish- 
ments. 


OSF Industries Limited has eight operating 

divisions: 

e Ontario Store Fixtures Limited specializes in 
wood and plastic laminated merchandising 
systems and fixtures. 


Crown Steel Products Limited specializes in 
stainless steel equipment for food and beverage 
service, Conveyors and ventilators. 

Anko Metal Products Limited produces a wide 

range of metal merchandising units and shelv- 

ing systems. 

Success Display Limited manufactures custom 

designed metal and plastic display fixtures and 

display lighting. 

e Watrous Sales Inc. produces a complete line of 
architectural specialties for washrooms, lobbies 
and corridors. 

e Aka Works Limited fabricates architectural 

millwork and veneer panelling. 


e Arthur R. Ball Company Limited manufactures 
custom built chairs and specialty seating, 
primarily for commercial use. 

e OSF Industries (International) Limited handles 
the OSF line of merchandising systems and 
fixtures in the United Kingdom. 

A brief review of the operations of each of these 

divisions during 1974 is presented on the 

following pages. 
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HARRY SHIER, President 
Ontario Store Fixtures Limited 


Located in the Company’s 400,000 sq. 
ft. main facility in Bramalea, Ontario, 
the Ontario Store Fixtures Limited 
Division operates a large woodworking 
plant which specializes in the pro- 
duction of fixtures and systems for use 
in retail merchandising, restaurants, 
lounges and other businesses. 


Ontario Store Fixtures Limited 


During 1974, the operations of Ontario Store 
Fixtures Limited were moved into the new main 
OSF Industries Limited facility in Bramalea, 
Ontario. With the new facilities, Ontario Store 
Fixtures Limited can now handle the biggest jobs 
in this industry. This puts the Company in a good 
position to benefit from large scale development 
projects such as the Eaton Centre in Toronto; 
Scotia Square in Halifax; Les Terrasses, Le 
Complexe des Jardins, and Cite Concordia in 
Montreal; Unicity in Winnipeg; the Edmonton 
Centre in Edmonton; and Pacific Centre in 
Vancouver. 


Many major installations were completed during 
1974. Installations included projects for Cara 
Operations, Commonwealth Holiday Inns, 
D’Allairds, Dominion Stores, T. Eaton Co., Food 
City Stores, Garfield News, Horizon Stores, 
Hudson’s Bay Department Stores, Kinney Shoes, 
Mercantile Bank, Oshawa Wholesale, Penning- 
tons, Simpsons, Tamblyns, Towers Department 
Stores, etc., located from coast to coast. 


Many projects deferred in 1974 were completed 
in 1975 and others are scheduled for 1976. 


Success Display Limited 


During the year, several products were added to 
their lines of metal and plastic display fixtures. 
Success Display Limited is now distributing a 
complete line of life-like mannequins used for 
high-fashion display. This style of mannequin has 
been well received in Europe and has good sales 
potential in Canada and the U.S.A. Additionally, 
Success is now manufacturing a new series of 
showcase and display lighting fixtures. This 
product area also has good growth potential. 


The quality of Success Display Limited store 
fixtures and the value of the Company’s long- 
standing reputation for unique products and 
good service continue to be of great benefit in 
the Canadian market. In the United States, the 
Company’s sales efforts were strengthened 
through appointment of new sales representa- 
tives. Success is in an excellent competitive 
position in the U.S. market because of the 
Company’s ability to custom design merchan- 
dising fixtures. 


CASEY VANDENBERG, General Manager 
Success Display Limited 


Employing the very latest in produc- 
tion equipment, including one of the 
largest electroplating facilities in 
Canada, the Success Display Limited 
Division of OSF manufactures high- 
quality plated metal and_ plastic 
custom display fixtures and display 
lighting. The Success Division is 
located in the main OSF facility in 
Bramalea, Ontario. 


EDWARD KOHN, President 
Anko Metal Products Limited 


Anko Metal Products Limited in 
Weston, Ontario, the metal fabri- 
cating division of OSF, produces a 
range of merchandising units includ- 
ing check-out counters and heavy- 
duty shelving, shelving for drug, 
department and other stores, stock 
room shelving systems and other 
related products. 


Anko Metal Products Limited 


Early in 1974, OSF began to market several new 
lines of metal fixtures manufactured by the Anko 
Division. These new lines will allow the Company 
to expand into those areas not previously 
serviced by its product range. In addition, the 
first installations of the new Anko manufactured 
belt-type check-out counter were made includ- 
ing a 60-station installation at Hypermarcheé in 
the Montreal suburb of Laval. Also during 1974, 
the new ‘Vista Bay’ open shelving system for 
dispensaries was introduced and several instal- 
lations were completed. New production equip- 
ment and improved controls have increased 
Anko’s capacity. 


The first sales of metal fixtures to the Hudson’s 
Bay Company during 1974 exemplified the 
Company’s success in creating new markets for 
existing products. Another first in 1974 was the 
exporting of steel shelving for a department store 
in Australia. 
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JOHN WILKINGS, President 
Crown Steel Products Limited 


The Crown Steel Products Limited 
Division of OSF engineers and manu- 
factures stainless steel food and 
beverage service equipment, convey- 
ors and ventilating systems in a new 
and well-equipped plant located in the 
main OSF facility in  Bramalea, 
Ontario. Typical installations of 
Crown products include hotels, fast- 
food outlets, specialty restaurants, 
cafeterias, airport flight kitchens, 
schools and hospitals. 


Crown Steel Products Limited 


Stainless steel food service equipment, ventila- 
tors and conveyor systems manufactured by 
Crown Steel Products Limited have always 
enjoyed the finest reputation in the industry for 
quality, function and service. The Company's 
marketing is primarily directed at sales of 
commercial kitchens for hotels, hospitals, stores, 
schools, restaurants and other market areas in 
Canada. Highlighting sales in 1974 was the 
installation of a $1,000,000 kitchen facility in the 
new Harbour Square Hotel complex on the 
waterfront in Toronto. This hotel project is part 
of a city-centre redevelopment. Such core 
redevelopments in major cities open opportuni- 
ties for Crown installations in the new buildings 
being erected and in renovation of existing 
business properties. 


The move into the new plant in Bramalea in 1974 
is providing the increased production capability 
necessary to support greater marketing efforts. 


During 1974, exports included equipment for a 
new Intercontinental Hotel in Sri Lanka, two 
schools and an ice cream parlor in Guayana, a 
hotel in Panama, two conveyors in Zambia plus 
other projects. 


Within Canada, the Company’s efforts will be 
highlighted by installation of Crown manufac- 
tured kitchens in the new CN Tower in Toronto 
— the world’s tallest free-standing structure. This 
project will include kitchens and restaurant 
fixtures at the 1100 ft. level and also at the base 
of the tower. 


Aka Works Limited 


The Aka product line of architectural millwork 
and veneer panelling has always been well 
received in Quebec and Eastern Canada. 


Major projects completed in 1974 include eleven 
offices for United Trust in Quebec and the 
Maritimes, Taylors Department Store in St. 
Lambert, architectural millwork for the County 
Fair Mall in New Minas, Nova Scotia and The 
Mercantile Bank office in St. John, New 
Brunswick. 


In addition to its divisional work, Aka services 
OSF national accounts in Quebec and throughout 
the Maritimes. 
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ANDRE KASAK, General Manager 
Aka Works Limited 


The Aka Works Limited Division in 
Montreal manufactures architectural 
millwork and veneer panelling which 
is used to create unique and out- 
standing interiors for trust Company 
offices, lounges, restaurants and other 
businesses. 


Watrous Sales Inc. 


CHARLES HAGEDORN, President 
Watrous Sales Inc. 


Sales of Watrous products have been rising and 
operations have become profitable since the 
Company became part of the OSF group in 1972. 
This is due to recent strengthening of the sales 
organization and increased price competitive- 
ness derived from the Company’s association 
with OSF. 


With regard to exports, a distribution outlet has 
been established in Australia and sales through 
the Company’s distributor in England continue to 
be good. 


1974 saw the Watrous product line of architec- 
tural specialties expanded to include several new 
items. The product line now includes towel and 
sanitary napkin dispensers and disposals, soap 
dispensers, framed mirrors, shelving, combina- 
tion lavatory stations, surgeon’s scrub sinks, 
bedpan cabinets, polyethylene waste disposals, 
stainless steel and fiberglass drinking fountains, 
fire fighting equipment, emergency telephones, 
annunciator panels, directory boards and many 


other items. 

Watrous Sales Inc. architectural 
specialties are being used on an 
increasing basis in non-residential 
construction. This division, located in 
Agincourt, Ontario, produces a com- 
plete line of modular assemblies for 
washrooms, lobbies and corridors. 
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Arthur R. Ball Company Limited 


Arthur R. Ball Company Limited manufactures 
custom built chairs and specialty seating plus a 
line of standard seating products which are sold 
by catalog. Sales are primarily to developers and 
contractors although the Company also markets 
direct to certain end users. Typical applications 
include hotels, hospitals, courthouses, schools, 
stores and apartment houses. Specific product 
examples include couches for hotel lobbies, bar 
stools, hotel room chairs and airport seating. 


The upholstery work previously done in the 
Success Display Division has been merged into 
the Arthur R. Ball Company Limited Division. 
Recent installations include the Bristol Place 
.Hotel and the Hotel Triumph in Toronto, the 
Carleton Towers and Talisman Hotels in Ottawa, 
Stanford University in California, Airport Termi- 
nal 2 in Toronto and several offices for the Bank 
of Nova Scotia. 


ARTHUR R. BALL, President 
Arthur R. Ball Company Limited 


Arthur R. Ball Company Limited was 
acquired by OSF Industries Limited at 
the end of 1974. Specializing in 
custom-built chairs and specialty 
seating, this acquisition adds a new 
and complementary aspect to the 
overall product line of OSF Industries 
Limited. The Ball Division has been 
integrated into the Company’s Brama- 
lea facility. 


Exports 


As a result of intensive investigations into 
the export market, OSF Industries Limited is 
actively involved in the fabrication and 
supply of equipment for food service 
installations in hotels and airport flight 
kitchens in many foreign countries. Working 
closely with both Government Agencies and 
international design offices, a “package” 
which includes design, engineering, fabrica- 
tion and supply for both the public and work 
areas of these operations is being made 
available to foreign owners, architects, 
developers and contractors, many of whom 
have made personal plant inspection visits to 
@SE: 


With the manufacturing capacity of its 
various divisions, OSF is able to meet the 
high Canadian content percentage require- 
ments of various government-endorsed loans 
to foreign purchasers. The universality of 
product produced by OSF ensures accep- 
tance in all establishments catering to the 
jet-travelling businessman and tourist. 


Present indications are that OSF Industries 
Limited will establish a stronger base in the 
export market during 1975. Orders have 
already been received for additional work in 
geographic areas where initial OSF installa- 
tions have been completed. The potential 
for much more work exists in geographic 
areas in which OSF is just now making entry. 


While export business is a minor proportion 
of the Company’s total sales, this area is 
considered to hold potential for substantial 
growth. 


In the United Kingdom, Birmingham serves as the 
headquarters for the Company’s operations. Sales in 
1974 to such places as Panama, Zambia, Australia 
and other countries underline the Company’s 
continued interest in expanding its international 
markets. 


United Kingdom 


In the United Kingdom, the severe downturn 
in the economy has temporarily limited 
opportunities for OSF Industries [Interna- 
tional] Limited. Projects undertaken during 
the year included installations for a major 
department store chain. As in Canada, 
customers have been deferring major expan- 
sion projects, pending improvement in 
business conditions. 


Other Countries 


Inroads were made in 1974 into a totally new 
market area with the shipment of a complete 
department store installation to Australia. 
Included were merchandising fixtures and 
systems from three OSF divisions — Ontario 
Store Fixtures Limited, Anko Metal Products 
Limited and Success Display Limited. Ex- 
ports of equipment to such places as Sri 
Lanka, Zambia, Guyana, Panama, Bolivia 
and the U.S.A. illustrate the significance and 
potential of export sales at OSF Industries 
Limited. 
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OSF INDUSTRIES LIMITED and SUBSIDIARY COMPANIES 


Consolidated Balance Sheet 


As at December 31, 1974 (with comparative figures for 1973) 


Current Assets 


Accounts receivable... 


Assets 


Inventories (Notes 1(Gi'ancd 2) eer er ee 
Other receivables and prepaid expenses (Note 3).............. 


Long-Term Receivables (Note 4)......................0.20005. 


Real Estate:(Notes 1 (djrandi5 0 eye ee 


Mortgages Receivable — Real Estate (Note 6)................ a 


Investments, at cost 


Fixed Assets (Notes 1(€) and 7) tea eee ee ee 


Deferred Charges (Notes 1(f) and8).......................204. 


Goodwill (Notes 1 (g) and 9) 


1974 


$ 4,774,052 
8,253,708 


692,025 


13,719,785 
395,878 


4,609,113 
1,792,099 
292,782 
3,330,149 
304,698 


745,152 


$25,189,656 


(See accompanying notes to consolidated financial statements) 


On behalf of the Board: 
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M. SHIER, Director 
S. SOBEL, Director 


LORS 


$ 7,941,965 
4,713,364 
813,825 


13,469,154 


759,748 
5,309,589 
1,988,981 

273,920 
2,346,518 

419,934 


657,437 


$25,225,281 


Liabilities 


1974 1973 
Current Liabilities 
Bank indebtedness (Notes 10 and 20)....................-... $ 6,794,107 $ 3,424,597 
Accounts payable and accrued liabilities .................... 4,753,732 4,956,373 
Accounts payable and accrued liabilities — realestate......... 344,562 547,790 
Income taxes payable (Notes 11 and 20) ..................... 3,611,894 3,625,767 
eI AXESDAVADICUNe cota Ae we. le eb uiamwees wend ois 287,125 569,188 
SR ISCO ITI TISECEDOSIL Se REN fe ng, ere 85 4.e bs hak Says Hk erdow BS 1,539,544 807,290 
17,330,964 13,931,005 
Mortgages Payable — Real Estate (Note 12) .................... 1,959,248 2,460,868 
Loan Payable — Real Estate (Note 13) ......................... 380,600 706, 200 
Convertible Debentures Payable (Notes 14 and 20) .............. 3,000,000 3,000,000 
Deferred Income Taxes Payable (Note 1(h)) .................... 160,625 442,124 
$22,831,437 $20,540,197 
Shareholders’ Equity 
Capital Stock (Note 15) 
Authorized: 
1,500,000 6%, non-voting, non-cumulative, non-participating 
redeemable preference shares with a par value of $1 each 
7,500,000 common shares without par value 
Issued and Fully Paid: 
Pel Oe COO COMMON Sales Syn. ca ee os Hale ee ngewe de oo. dates $ 7,119,535 $ 7,115,148 
DES TTR oe ee ree ene (4,761,316) (2,430,064) 
2,358,219 4,685,084 


$25,189,656 $25,225,281 
(See accompanying notes to consolidated financial statements) 
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OSF INDUSTRIES LIMITED and SUBSIDIARY COMPANIES 


Consolidated Statement of Income 


For the year ended December 31, 1974 (with comparative figures for 1973) 


Income (Loss) From Operations Before The Following Items:. 


Depreciation and amortization of fixed assets 
Amortization of.deferred startup cOSstSay =. er ene 
AMOI ZAation Of 2OOCWil) ai eta cant at) ie tere ene ee ea 
Interest on debentures and amortization of deferred 
debentureissueexpenses 2, 2 e.te cet s ee e 


Income (Loss) Before Taxes On Income And Extraordinary Items. 
Taxes on income (recovery) = CUrmentiy sts he eee 
Taxes on income (reduction) — deferred 


Income (Loss) Before Extraordinary Items 
Extraordinary Items (Note 17) 


Net Income (Loss) For The Year 


Earnings (Loss) Per Share 


Before extraordinary items 
After extraordinary items 


1974 


$25,019,819 


$(1,184,634) 


543,761 
85,300 
2,500 


291,206 


922,767 


(2,107,401) 


(58,993) 
(281,499) 


(340,492) 


(1,766,909) 
(448,347) 


$(2,215,256) 


($ .81) 
($1.02) 


(See accompanying notes to consolidated financial statements) 


Consolidated Statement of Deficit 


For the year ended December 31, 1974 (with comparative figures for 1973) 


Deficit’ JanWaryal: oak cles ey she 2 es een ee 
Net income (loss) for the year 
Dividends paldse sea cele) Seer pra, et he Mar ae eda 


Deficit — December 31 


1974 


$(2,430,064) 
(2,215,256) 


(115,996) 
$(4,761,316) 


(See accompanying notes to consolidated financial statements) 
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1973 
$31,059,421 


$ 3,829,089 


288 ,997 
85,300 


254,937 


629,234 


oy ee wee) 


1,302,459 
281,206 


1,583,665 


1,616,190 
32,664 


$ 1,648,854 


1973 


$3, 90 ser) 
1,648 854) 
bi is7203) 


$(2,430,064) 


OSF INDUSTRIES LIMITED and SUBSIDIARY COMPANIES 


Consolidated Statement of Changes in Financial Position 


For the year ended December 31, 1974 (with comparative figures for 1973) 


Source of Funds 
From operations 
Net income for year before extraordinary items ............. 
Non-cash items included in determination of net income: 
Depreciation and amortization of fixed assets 
Amortization of deferred startup costs and 
debenture issue expenses 
Walenreciin GOMme: CAXCS or. tees fee in he <. doe 2 ks es See ees 
Transfer to income of deferred profit on sale of real estate . . 


SICKO OAL OStal Cement Saeed, oe ie om tees te hee 
Decrease in mortgages receivable — realestate............... 
Issue of common shares 
Real estate operations 


Use of Funds 
From operations 
Net loss for year before extraordinary items ................ 
Non-cash items included in determination of net loss: 
Depreciation and amortization of fixed assets ............ 
Amortization of deferred startup costs and 
HEDentUreissue EXPENSES @. . oA) feeww aula 4 fod wd ok oleae tees 
TOL Zc tlOlnO 2 OOGW IN temas ot oe tether ce ee ede ae 
Reduction of deferred income taxes..................... 


Decrease in mortgages payable on sale of real estate........... 
PaereaseniOne-term TeCelVaDIG@Ss. «sa aves aes oad bins Ae eet 
Increase in mortgages receivable — realestate ............... 
PU EtTa Seton XeCaSSCtSan: Hoe sr ty. Coe ove a halt aed 
EL IG Ui EOTECILY (CET CS Steuaenirien earaae xem adas cs ohoey os eiie Wa aby toes 
Decrease in loans payable — realestate ..................... 
Peace RUT LOCK i pebaremen tat ete Sih oti. enn ara guer tere cents. “ae 
PGUCASEH MTN ES LMIETILS Goce tactuies yet re hb) 0o nan IML Rushed Maye ee eeee 
Meme GULeEOUGPALIONSINe cw tn Aree tel me ty turn» Seas Yass a es 


Increase [Decrease] in Working Capital........................ 
Working Capital Deficiency — January 31....................-. 


Working Capital Deficiency — December 31................... 


1974 


700,763 
196,882 
4,387 


902,032 


1,766,909 
( 544,727) 


( 115,236) 

( 2,500) 
281,499 
1,385,945 
501,620 
30,667 


1,528,645 
115,996 
325,600 

90,215 
18,862 
53,810 

4,051,360 

(3,149,328) 
( 461,851) 


$(3,611,179) 


(See accompanying notes to consolidated financial statements) 
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$1,616,190 
292,948 


URIBE 
281,206 
(1917575) 
2,114,006 
7,604,310 


45,518 
32,664 
9,796,498 


6,239,657 
258,882 
495,703 

1,265,013 
1t5e203 
103,600 
195,022 
AW isi) 


8,844,389 


952,109 


(1,413,960) 
$( 461,851) 
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OSF INDUSTRIES LIMITED and SUBSIDIARY COMPANIES 
December 31, 1974 


Auditors’ Report 


To the Shareholders of OSF Industries Limited 


We have examined the consolidated balance sheet of OSF Industries Limited and its subsidiaries as at December 31, 
1974 and the consolidated statements of income, deficit and changes in financial position for the year then ended. 
Our examination included a general review of the accounting procedures and such tests of the accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


As indicated in the accompanying financial statements, the Company incurred a substantial loss for the year ended 
December 31, 1974 and had a working capital deficiency. As set out in Note 20, the Company’s bank has indicated its 
intention to continue financing the Company provided it can meet certain conditions, and, the debentureholders 
have entered into an Agreement in Principle with the Company for the preparation of a new Supplemental Trust 
Indenture providing for amendments to the existing Trust Indentures. 


In our opinion, subject to the Company meeting the conditions for continued bank financing set out in Note 20 and 
the finalization of the new Supplemental Trust Indenture these consolidated financial statements present fairly the 
financial position of the Company and its subsidiaries as at December 31, 1974 and the results of their operations and 
the changes in their financial position for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Toronto, Ontario STARKMAN, KRAFT, ROTHMAN, BERGER & GRILL 
May 21, 1975 Chartered Accountants 
(September 4, 1975 as to Note 20) 


Notes To Consolidated Financial Statements 
December 31, 1974 


Note 1: Summary Of Significant Accounting Policies 


[a] Principles of consolidation 
The consolidated financial statements include the accounts of the company and all of its sub- 
sidiaries. 
[b] Foreign currency conversion 
The accounts of the United Kingdom subsidiary have been converted to Canadian funds at the 
exchange rate at December 31, 1974. 
[c] Inventories 
The inventories described in Note 2 are valued at the lower of cost and net realizable value. 
[d] Real estate 
The remaining interests in assets of discontinued real estate operations described in Note 5 are 
valued at their estimated realizable values. Income or losses from real estate sales, rentals or year 
end revaluations are being shown as extraordinary items in the consolidated statement of income. 
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Note 2: 


Note 3: 


[e] 


[f] 


[g] 


[h] 


[i] 


fi] 


Fixed assets 

The fixed assets described in Note 7 are carried at cost less accumulated depreciation and amorti- 
zation. Machinery and equipment, automotive equipment and building are being depreciated at 
rates which will amortize the cost of these assets over their estimated useful lives. Leasehold 
improvements are being amortized over the terms of the leases. 


The depreciation rates used are substantially as follows: 


Machinery and equipment — 10% straight-line 
Automotive equipment — 30% diminishing balance 
Building — 5% diminishing balance 


Deferred charges 
The deferred charges described in Note 8 are being amortized on a straight-line basis over a period 
of five years. 


Goodwill 

The goodwill which arose from the acquisition of businesses prior to April 1, 1974 is being carried at 
cost and is not being amortized as long as there is no evidence of impairment in value. Goodwill 
arising from the acquisitions of businesses after March 31, 1974 will be amortized over its estimated 
useful life, not to exceed forty years, in accordance with generally accepted accounting principles 
effective for acquisitions after March 31, 1974. Goodwill of $90,215 acquired after March 31, 1974 
is being amortized on a straight-line basis over twenty years. 


Deferred income taxes 

The deferred income taxes represent amounts by which income taxes otherwise payable have been 
reduced by claiming for tax purposes certain expenses, primarily depreciation and amortization, in 
excess of the amounts recorded in the accounts. These deferred income taxes are applicable to 
those future years in which the expenses claimed for tax purposes will be less than the amounts 
recorded in the accounts. 


Recognition of income 

Income from contracting jobs is recognized on the completed contract basis. In certain cases where 
the manufacture of fixtures has been completed and title has passed to the purchaser prior to 
installation, income at the uninstalled selling price is recognized at the time title passes. 


Moving and re-establishment costs 
During the year the company and certain subsidiaries moved into a new leased plant in Bramalea, 
Ontario. The costs of moving and re-establishment have all been charged to income in 1974. 


Inventories 
The following is a summary of inventories: 

1974 1973 
RAAT LEE TS Me te el Seta false Piles Sie apa dlsthee a gohaem med $2,323,932 $1,039,867 
CHIE ED LOCC S Sau Meat Rist hf eA ys ah sar, oscar a is 4 faith hacer W ohnghhalls Fase aan 3,352,045 1,936,987 
FInished 2OOUS meen nT Pe ales fy chee ok sb gore peewee ae cele glen Te 2,577,731 = 1,736,510 


$8,253,708 $4,713,364 


Other Receivables and Prepaid Expenses 
The following is a summary of other receivables and prepaid expenses: 


1974 1973 

Current portion of note receivable from shareholder 

(avinent duet 1974 TECEIVed IN 1975) ) par kk eee ccm ate tu ae hry aia let. $ 84,000 $ 40,000 
VANCES (Oo CILECLOMLIN OLESIO) ae pic arn fait a ety cd Sao Nok) ns lascues 22,081 _ 
Poansrecelvabler = eMmPloyVeeS mes cars Mica a tidak Pie a PIWA wn ae oe 154,271 79,938 
PNCCOUILSTEC CLVAD IE 1 Gd | CSLALC es Measles wag MRE Racing aes Sitio dee oe 166,901 292,077 
Advances to partnership in excess of percentage interest therein ........... 44,620 — 
PATS CEIANGOUS TEC EI VADIGS oth ide em Solas te a Pei ele cpanel eine eck s eg 39,534 71,493 
DIED AICiEX DET Seater nme a ig tls i ne tae yd Me SOR sworn ytts bovine Fale Niet aia ry> 180,618 205,317 
Balance due from disposal of assets of discontinued office planning 

DUS NESSIE CUITONL DOTLION Baar ay crete eyra nection tee eye b haetinae, Soe nya an — 125,000 


$692,025 $813,825 
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Long-Term Receivables 
The following is a summary of long-term receivables: 


1974 1973 

Instalment notes receivable on conditional sales contracts bearing 

interest at rates averaging approximately 15% and payable in equal 

instalments.oven periods of up ta 36:months 723 22 eee ee 846,256 $ 795,363 
Note receivable from shareholder, Marc-Jay Investments Inc., 

non-interest bearing, repayable in five equal annual instalments .......... 209,866 209,866 
Mortgages receivable on homes of employees .............-.-.0.0+000005 36,874 14,600 
Balance due from disposal of assets of discontinued office 

planning business\(Note 47} Pit, atin sero ee cee ote en nek re — 500,682 


1,092,996 520-511 
Less: Amounts due within one year included in accounts receivable and 


other receivables? =. 0 3a ee ee ee 
697,118 760,763 


$ 395,878 $ 759,748 


Real Estate 


The following is a summary of the assets of discontinued real estate operations 
in which the company still has an interest*: 


Rental apartment building — Guelph, Ontario — joint venture...................... $1,500,000 
Advances to joint venture in excess of percentage interest therein.................... 335-323 
Rental property — commercial plaza — Waterloo, Ontario ......................... 200,000 
**Serviced land e . Pe aE ese te Oe ee ee ae 352,500 
Undeveloped land 23. 555 sas ete reels eee rs eee re 2,115,000 
Miscellaneous real estate,assets. (00 soup n e ece een oe eee oe a es eee ee te ee 106,290 


$4,609,113 


*Refer to Notes 11, 12, 14 and 20 describing mortgages payable secured by these assets. 


**Subsequent to December 31, 1974, an agreement was entered into for the sale of 
this serviced land at the value shown. 


Mortgages Receivable — Real Estate 
The following is a summary of mortgages receivable: 


Second mortgage receivable on an apartment building sold and leased back repayable 
by blended monthly payments of principal and interest, (9/2 %), maturing April 20,1977 . $ 171,454 


Second mortgages receivable on 106 suites in a co-operative apartment building 
repayable by blended monthly payments of principal and interest, (10%), amortized 
over 35 years and maturing in 35 years — $572,274 less prepayments of first mortgages 
by purchasers of suites — $174,193. (these mortgages have been pledged as security 
for the loan payable — real estate described in Note 13)......................0..005- 398,081 


Second mortgages receivable on 221 suites in condominium apartment buildings 
repayable by blended monthly payments of principal and interest, (99%4% to 10% %), 
amortized over 30 years and maturing in 10 to 30 years. Included are mortgages 
totalling approximately $610,000 on which blended monthly payments of principal 
and interest are deferred for a remaining period of approximately 1% years. ($175,800 
of these mortgages have been pledged as security for income taxes payable described 
in Note 11) o cascew oex sd oblag eh MAN A hos tte east Meare nen a eee a es 877 ,334 


Second mortgage receivable on property previously sold, repayable by blended monthly 
payments of principal and interest, (11%), maturing December 17, 1976. Monthly 
payments not made since August 1974. See Note 16. (this mortgage has been pledged 
as security for income taxes payable described in Note 11)................-....-.-45. 207 ,634 


Mortgages receivable on 3 townhouse condominiums located in Great Harbour Cay, 
Bahamas, repayable by blended monthly payments of principal and interest, 
(94296), maturing iN 1981 oo ee eek ct epee ee ree eee eens fe eee eran 137,596 


$1,792,099 


Note 7: 


Note 8: 


Note 9: 


Note 10: 


Note 11: 


Fixed Assets 
The following is a summary of fixed assets: 


1974 1973 
Accumulated 
Cost Depreciation Net Net 
Machinery and equipment................. $3,787,536 $1,269,749 $2,517,787 $1,835,126 
Automotive equipment...../.............. 433,053 265,958 167,095 181,148 
Leasehold improvements .................. 609,947 35,559 574,388 256,739 
Binidingsrekue. tke eee ee tetd clk ee, 72,149 22,270 49,879 52,505 
BY G CON PAL RAC pt Se ce Gil wt, oe 21,000 —_ 21,000 21,000 


$4,923,685 $1,593,536 $3,330,149 $2,346,518 


Deferred Charges 
The following is a summary of deferred charges: 


1974 1973 
Amount Accumulated Unamortized Unamortized 
Deferred Amortization Balance Balance 
Debenturevssue COSts) fag 4 bset ts ede eae ok $149,683 $ 69,852 $ 79,831 $109,767 
Startup costs — Canadian subsidiary ........ 310,000 139,500 170,500 232,500 
Startup costs — United Kingdom subsidiary .. 116,500 62,133 54,367 77 ,667 


$576,183 $271,485 $304,698 $419,934 


Goodwill 
The following is a summary of changes in goodwill: 
Ba Lance cast ANALY) MeL AA Mtge © eae | hoa? a hy kane cake oc wale & AE Lies es $657,437 
PO a CCIE STC UINIIS VOcban BREs atts oii cen et edn PA yao ors 2 e wid Goon Re 90,215 
LESS eNO Za UO Re AME IES MA Coie ocho nt, Goleey pyeaen.: . Jeb staaie ean wees 2,500 87,715 
Balance DOGEIN DEE 1 OZ AT eme oe SB hi oe de i ed pled brutes wieemoe $745,152 


Bank Indebtedness 


Bank indebtedness in the amount of $6,744,107 is secured by the book debts and inventories. Other 
bank indebtedness in the amount of $50,000 is secured by an investment having a carrying value of 
equal amount. 


Refer to Note 20 for events subsequent to December 31, 1974. 


Income Taxes Payable 


Income taxes payable include a balance of approximately $3,000,000 of income taxes and accrued 
interest provided for by the parent company for the years 1970 to 1973 on profits from its fixture and 
food service operations. These taxes have not been paid because the company has deducted for tax 
purposes losses of approximately $2,000,000 on the disposal of shares in and advances to a former 
Bahamian real estate subsidiary and losses of approximately $4,200,000 reflecting the reduction in value 
of shares in and advances to Canadian real estate subsidiaries. Re-assessments disallowing the deduc- 
tion of these losses for certain years have been received and are under appeal. Re-assessments still to 
be received will be appealed. 


The following assets have been specifically mortgaged or pledged to the tax departments by way of 
collateral security: 
— Rental apartment buildings, Guelph (value of company’s interest approximately $700,000) 
— Second mortgage receivable on property previously sold of $207,634 
— Second mortgages receivable on suites in condominium apartment buildings of $175,800 
— Third mortgage having no present equity value on undeveloped land. 


Refer to Note 20 for events subsequent to December 31, 1974. 
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Note 12: 


Note 13: 


Note 14: 


ee 


On July 1, 1974 the parent company sold its fixture and food service business and assets to its real estate 
subsidiary, Grozbord, King & Associates Limited which then changed its name to Ontario Store Fixtures 
Limited. This subsidiary has accumulated losses for tax purposes, incurred from 1970 to 1974, of approx- 
imately $4,000,000 which may be applied against income for tax purposes from 1975 to 1979. In 
addition, losses for tax purposes of approximately $600,000 from its fixture and food service business for 
the six month period ended December 31, 1974 may be applied against income for tax purposes up to 
1979: 


Other subsidiaries have accumulated losses for tax purposes, incurred from 1970 to 1974, of approxi- 
mately $2,100,000 which may be applied against their incomes for tax purposes from 1975 to 1979. 


The recovery of income taxes in 1974 reflects only the recovery from that portion of the 1974 loss for tax 
purposes which could be carried back to the 1973 income for tax purposes. 


Mortgages Payable — Real Estate 
The following is a summary of mortgages payable on real estate: 


Rental apartment building — Guelph) Ontarionger. 6 ees ae reer es eee ee $1,140,587 
Serviced land: cess Sco buiee Bee te Pie ee ee 149,067 
Undeveloped’ land 3.4) os aick 5 POO ce ae eae et ee Oe 669,594 

31,959,248 


The first mortgage payable on the rental apartment building in Guelph bears interest at 914% per 
annum, is repayable in blended monthly payments of $9,317 and matures on April 1, 1983. 


One of the mortgages payable on the serviced land will be assumed by the purchaser of this land and the 
other paid off from the proceeds on closing to take place subsequent to December 31, 1974. 


The mortgages payable on the undeveloped land bear interest at rates averaging approximately 8/2 % 
per annum. Principal repayments are due as follows: 


1975 $ 30,400 
1976 505,085 
AGZ7. 10,600 
1978 23,509 

$669,594 


Refer to Notes 11, 14 and 20 for other mortgages payable on real estate given as security for income 
taxes payable and convertible debentures payable. 


Loan Payable — Real Estate 

This loan payable matured in May 1975 and after a principal payment of $10,600, the balance of 
$370,000 was renewed to May 1977. It bears interest at the greater of the bank prime rate plus 5% or 
12% per annum, is payable $11,000 principal (minimum) plus interest semi-annually and is secured by 
the second mortgages receivable of $572,274 on the co-operative apartment suites. 


Convertible Debentures Payable 


The debentures issued under a Trust Indenture dated August 15, 1972 and amended by a First Supple- 
mental Trust Indenture dated July 2, 1974, bear interest at 9.875% per annum payable quarter yearly, 
mature August 15, 1980 and are convertible into fully paid common shares of the company at a price of 
$8.50 per share at any time prior to maturity. 


The debentures are redeemable at any time after August 15, 1976 and before maturity at premiums 
ranging from 5% to 3% at various dates up to maturity and are secured by all of the issued shares of the 
subsidiaries, a fixed and specific mortgage on undeveloped land and a first floating charge on all present 
and future assets, revenues, etc. 


The trust indentures contain restrictions with respect to future borrowings, paying dividends, acquiring 
businesses and engaging in real estate operations. 


Refer to Note 20 for events subsequent to December 31, 1974. 


Note 15: 


Note 16: 


Note 17: 


Note 18: 


Note 19: 


Capital Stock 


The following is a summary of changes in the issued common shares of the company during the year 
ended December 31, 1974: 


Pat A. 7 OU esis SsUed as aldnlaly 10-1974 seth ke Upto go eh oa es hee a lp scutes dias $7,115,148 
1,050 shares issued for cash on excercise of employees’ stock options .............. 4,387 
ales COU Ms nabes issued atecembens ts 197408. So ee ee oe ee alice ee dase can. $7,119,535 


Employees’ stock options on 86,100 common shares are exercisable at prices from $4.50 to $8.75 per 
share at various dates from 1975 through 1982. 


At December 31, 1974, the $3,000,000 convertible debentures were convertible into 352,941 common 
shares. Refer to Note 20 for events subsequent to December 31, 1974. 


Commitments and Contingent Liabilities 


Long term leases at combined annual rentals of $672,741 plus realty taxes and other occupancy charges 
expire between 1980 and 1998. 


In 1971, a complaint was filed against the company and another defendant in a United States District 
Court, California, U.S.A., by the former President of a U.S. subsidiary of Roberts Realty of the Bahamas, 
Limited, alleging breach of an alleged oral employment agreement by the defendants and claiming 
damages in connection therewith of $2,500,000. This action was dismissed by the trial court and the 
plaintiff has appealed. The Court of Appeals has not as yet set the appeal for argument. In counsel's 
opinion the company has a substantial chance to sustain its judgment on appeal but should the decision 
of the trial court be reversed the company has substantial and viable defences to the merits of this 
action. In the opinion of management this litigation will not result in any loss to the company. 


The company and one of its subsidiaries are two of several defendants in an action for foreclosure on a 
mortgage on real property that was sold by the subsidiary in a prior year for $1,170,000. The 
property was resold to a purchaser who discontinued payments on all mortgages including the compa- 
ny’s mortgage of $207,634 (Note 6). On May 14, 1975, the Registrar fixed November 14, 1975 for 
redemption of the property on which date the total amounts owing on the plaintiff’s mortgages will be 
approximately $900,000. The company and its subsidiary have the first right to redeem. The plaintiff 
also obtained judgment against the purchaser as well as the company as guarantor and the subsidiary as 
covenantor of the plaintiff's mortgages and issued an execution, one of the effects of which is to prevent 
the companies from disposing of real estate assets without the consent of the plaintiff. A building permit 
has been issued for the erection of an apartment building on this property and the company is presently 
attempting to find a purchaser. In the opinion of management the property is saleable for an amount 
which will not result in any loss to the company. 


Extraordinary Items 
The following is a summary of extraordinary items: 
Write-off due to the bankruptcy of the purchaser of balance due from sale of 


PISCOMUMUCC OCe DIAM USIMESS eye w tree Bi scte ck a ates) ise cies ebm Sep eo ee es $394,537 
COssiLOMmUiscontumuedteadl estalterOPerallOnS 0 nrc a. cne re hee e dee gas vee pee ins 53,810 


$448 347 


Statutory Information 

Remuneration of directors and senior officers: 

The aggregate direct remuneration paid or payable to the directors and senior officers of the company, 
by the company and its subsidiaries amounted to $364,968 in 1974 (1973 — $331,381). 

Advances to director: 


From time to time during the year advances were made to a director of the company. The maximum 
advances totalled $293,532 and the balance at December 31, 1974 was $22,081. Subsequent to 
December 31, 1974 further advances of $210,000 were made. All advances have been repaid with 
interest. 


Comparative Figures 
Certain 1973 comparative figures have been reclassified to conform with the 1974 statement 
presentation. 
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Subsequent Events 


In April 1975 the company and _ its solicitors commenced negotiations with the bank, the 
debentureholders and the tax department which were substantially concluded in August 1975 and are 
summarized as follows: 


Bank Indebtedness 

An independent firm of management consultants has been engaged to assess the company’s operations. 
Following receipt by the bank of their report and discussions with representatives of the company, the 
bank communicated its intention to continue the present line of credit of $8,000,000 through 1975 (and 
to consider an increase to $8,500,000 if this should be required for a temporary period) provided that the 
following conditions, inter alia, are complied with: 


(a) the performance of the company during the balance of 1975 does not depart in a material way from 
the forecast of profitable operations and positive cash flow. 


(b) the management consultants continue to be retained to assist the company to implement effective 
operating and financial controls and to monitor on the bank’s behalf the performance of the 
company against forecasts until the company strengthens its senior management in a manner 
satisfactory to the bank. 


(c) a new Supplemental Trust Indenture satisfactory to the bank is concluded between the company 
and the debentureholders reflecting the terms of the Agreement in Principle, hereinafter referred to, 
entered into with the debentureholders. 


(d) the company continues its efforts to raise additional financing of at least $1,500,000. If the company 
is unable to raise such additional financing, the company will provide by September 30, 1975 a 
guarantee of a third party acceptable to the bank providing for indemnification to the extent of 
$400,000 in respect of losses, if any, suffered by the bank on or before June 30, 1977 on their loans. 


On the finalization of the new Supplemental Trust Indenture hereinafter referred to, the bank 
indebtedness will be secured by the book debts, inventories, a joint and several demand debenture 
secured by a first floating charge on present and future property and assets, the mortgages receivable 
not presently pledged and a pledge of the shares of the subsidiaries. 


Convertible Debentures Payable 
The holders of 75% of the principal amount of the debentures outstanding have entered into an 
Agreement in Principle dated August 18, 1975 with the company providing that any events of default 
which may have occurred and be continuing under the existing Trust Indentures will be waived and 
providing also for the following: 


(a) The $3,000,000 of 9.875% convertible debentures presently outstanding will be sub-divided into two 
series; — $2,000,000 Series “A” 9.875% convertible debentures due August 15, 1980, and $1,000,000 
Series “B” 9.875% non-convertible debentures due August 15, 1980. 


The Series “A” debentures shall be convertible at any time up to the preceding day on which such 
principal amount is repaid, into fully paid non-assessable common shares of the company at the rate 
of $3.50 per common share. 


The Series “B” debentures will not be convertible but there will be issued to the holders of the 
debentures now outstanding warrants entitling the holders thereof to purchase 285,000 fully paid 
and non-assessable common shares of the company at $3.50 per common share. These warrants will 
expire on the third anniversary of the date on which all of the Series “A” and Series “B” debentures 
have been paid and/or converted in full. 


(b) Both series of debentures will be redeemable at any time on not less than 30 days prior written 
notice in whole or in part at par together with accrued interest. 


(c) The security for the debentures will consist of the following: 


(i) a fixed and/or floating mortgage, lien, pledge and charge on the undeveloped lands, serviced 
lands, commercial plaza and the fixed assets and leasehold interests (subject to existing 
encumbrances). 

(ii) a last floating charge on present and future property and assets. 


The pledge of the shares of the subsidiaries will be released. 


(d) In the case of a sale of any of the real estate assets securing the debentures, the proceeds thereof, if 
cash, are either to be paid to the Trustee for the debentureholders to redeem debentures or are to be 
applied to repay principal then owing on existing mortgages and, if not cash, are to be assigned to 
the Trustee for the debentureholders. 


(e) The special covenants, financial tests, financial restrictions and all events of default shall be 
amended to the satisfaction of counsel to the company and counsel to the debentureholders. 


The foregoing shall be conditional on the preparation of a new Supplemental Trust Indenture 
satisfactory to the company and the debentureholders. It is further conditional on the company’s bank 
approving such new Supplemental Trust Indenture and delivering a letter to the debentureholders 
confirming its intention to continue the line of credit upon the terms and conditions which have been 
established. In the opinion of counsel to the company the holders of not less than 75% of the principal 
amount of the debentures have the power to effect the foregoing amendments. 


Income Taxes Payable 

The federal income tax department has agreed to defer payment of the balance of taxes assessed for the 
years 1969 to 1972 which are under appeal in the amount of approximately $2,000,000 for a period of 
two years from May 27, 1975 or the date of disposition of the appeals, whichever is later. 


On the finalization of the new Supplemental Trust Indenture hereinbefore referred to, the income taxes 
will continue to be secured by the assets set out in Note 11 and, in addition, by a second floating charge 
on present and future property and assets. 


The reclassification of $2,000,000 from a current to a long-term liability has not been reflected in the 
accompanying Balance Sheet at December 31, 1974. 


REGISTRAR AND TRANSFER AGENT SHARES OUTSTANDING 
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